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EXECUTIVE OFFICE OF THE PRESIDENT 

COUNCIL OF ECONOMIC ADVISERS 

DAT1!1 

r:/r1f /?o~ 





~ 

~/ Alf ~ ~J ~'f!.s. 

~/41,~ ~ ~ 

~ .~.~ /)v.r-<' - ~ ~ 

t-- :1'1t, ~ ~ 1:' ,1, ~ X >,: ..- • ~ 1 ~ 

PJo~ ~~-.~ L•';;-~f/f - ~/ 
d,~11 ~AN\ - u ,'.;hi e ..... t 
1/foi.~ 

~$. 

iii"" ',. • ' 
, f 

> 
...._i.. ,. ( 

9..r 





c~ ~ r"~: /4-~c #s. 
~ ~ /U"? ~ ' A,,/~ 

~,..,,./-er 

/i'1..I r ~ J 1- /,·~ ~ 1 '-1'. 

/)D ~t,,r,'~I~ ~ '1z> 0 

J/'7_t:~ - ~ 
t«-

#r 

·1 

. l 

!),J -s,J c#~l,) 



lMA<:.~cV--. f V\. lL oJ lo.b t <J..,c \{ ~:) /10,._3 ~ ~cu.re~"' 
M.e~ l~ .L.. lO""--( ".la "'t.UA.cee~ e c.~G'---fi,0;.) Co&<- ( ?' 
c[ cQ) ~lt,V' I ~~ ~~ ~ l /, • . 

1dt 

f, n Co "'-r,l-e-~ 'flµ_, ~ af ~ hi c':1 ?P &"'-

~l~~~ ~dv-~ d>{~~~- -( 

~l: cJ) .. N/4,A CU{'~ ~ - Socca.( t-~k- ~1~ ~ 
~~ ~ ~ l~ ~{) ~ ~~ fO_Ve>/oS J-
~ YIA.-v..ft ~ ~ '{ ~ a a__ I ((As; wY'cwi:£ , 

A-l~ •-~ {\0. ~o¼~ ~ ~ollteJ(h )<;~J0fc . - --

o~ 

.33 ~~ {? ~ _ ~ 1 ~f l~ ~k 1 ~ i \lS t 
~:~~W _it~ ~ ?fulJ f~{s ~l~ ~ s~~ 



~l- ~ LoU---e.4 awv -ey~(-e,<l . ~ ~ e,klU- M 
c~ ~~l~ 7-+e-o , P~pt-e- ~'t pl,(_-{ ik 
~ 0 tt\. ,e..o o.._ L{) a_ 'f , _ f2e s;e tu,-, v/q ; V\ ~<J M ZJ a- ~ t WL 1 

JJ D 0 1\A ~ p6~~1\°j 1 

~ ~ ~ le~ s.JC<AA ~u_(s • 

'Dr«-r - 1/Lt{J,u_'( e-rvw.s. 1 d ~. W(M,f- .s.ecJ:~ 

AJ -e.e,/_ tP ~ w..w.kd )a(/,,,µ. } k<~y I ":J ~ U 'J-
'°'"-.J . "bk, -.,-J{ :~ kl r '+ ~ "-- r-o [ .,_ , 

f , S (, t/! u-1-- ,+ v- ..e. ~al ../.e • .J, ":, {L G road , :,, Wl + ~ , '/:I ed'_ 
~ 

1 
hv .. A po~~~ lole , beJ e:{e , 

f. s 7 "'-~ J,JSe- 10: .¼,_~ 1 1P s L,,_CJ k 
d_J<e.-~d ., b~lD ~ eu If'~ "I- UA/lbcd~. 

~ Ur-~~~ ('._ ~ ~ ~ ( (W.__~D Ll 'e d ~ ~QC('_ k 
~ ~~ ~ ~ or ~ '\~ ~~ ca_:/~cJ cVJ ~{eJ' 
~x-- v-e,,l 'LJ_y cv.J- i ui '1'd} l/\_ lj .. 1J o ~ i,,(_'.) &v-~ 4fr"c1 u ( J 0-l J-

k~v-- ~ v{J)i ~o LAJ CL~ o S 

''- ti"'"-- '.J « e C ~ ~~ J.. ~ -.cJ. P .kJ- ~Jo.,~ 
~+fl 

~ .t~1J R\r,'1- . lktU(v\. i'eJ ¼~ Ua_~ -





ft~ 
/1! \ 
~ >.J~ r~ 

f .z'3 



, Jf: ~ ? • riLC--.,._..O'f.e c<. 

(h/t,>-C 4~/~ ? ,~,,,.~ l ~ ~ 
["{JJ-~ ~ ~A-,·e.sJ /4/eJ 

;, . D14J4 ,#~/4-'s ~ 

. C°')(/?--/"""' h- ~ve 
C~J'.~-7',~~­
t{rv, /1 ry ~ ~ / 
F:/M-(~ • ,-~/4 

. 

~isl':? ,,._;t- • . 

4: 1 t/7-e,,n~ J /aA,, 

. I 1v1·vtd~'I I :/I> ~ 
• ~r 



<fi 
I 

rJt{ ~ 

1/H;, ✓ ll 

s~ 

, 
/~C.. 

~ 
'.:;~, "{iil· , 

◄ '""l.;'' - _,.'!!,,,. " 

~ .r~~- 7-,f 
.<....- ~ /,~'I ' /;,,_ 

; , 
f ~ ;' 

,....,_, ceu~ ...; x.._.- 1 



I· C. 7. W>v/~ ~·l'.1 c.-._/4 • 4-f 
7,. e/4 'I, 7. -c{_ _.-e ~ C-4,,r ;C ~ ;__ 4-✓ 

~- ·'-'--G--£. ~ .,,,·~ -i, evcl ,, . "' 

7o Y ~ ~ cce·~ .., 

>~i-~.. ~~~ ;1hr~ ~r,, .. 

1~ J., ~ r~ 

l,/; -



I. 
I 

: Steve / ScL6 0-n I GrG q : 
k.xt ''0tud1es o(:' -feenaqe d/)UnK'dr)v;ng 

, . . 1 1 ooo Fewer- deQ+h.3 . .. . ii 

F,r-st- oP Q/l , (,ue._ 0.RG talk1n3 aboef 
11

~ Sr1J&L£ s ruci~. This :-s-fL1d~ coas UJetH-e1; 

1-hy a, mar, . cJ- Kean C0Ju3e ; ,t , o cJ 
1 IJ~ ho rd) B ureo_u of er o no m I c USJWA ~ 
11 P-:kW ki 1t fJJ'f er. . le:ss u..e 0JU1., 8 LJJl,L__ 

+nut -i 6 10 a gcoct paper (I ()Jn a b:! 
0u0p1 Cl ou -:s I J>OJr-el 16 JoGki n9 rt over) L 

:bvm (l.e,tu0+0...,n-J- fo uv+ 0 u~ 0-

•. 6pec1 Fie cina s JYDn g (S-t-CGteftJ-en +- r--erS-f­
lll e,hly Of) +hi<S -eu1d-ehce. xf we. hcwe..,, 
: Qf') lf ad. cJJ..h C'YlCJ 0.JI cJJ..n CL/ cJ. U)O u..J c).._ 
l, 0e_ +o oee.. ,c . 

'Th0.J)k'6 J 

l18A 

,, 





/ 
1 



5:,,.._l,"J - s ~ . ~ ' 
Ar-; - 55,t., ~ ~ ~ fi-,,j. 

' 

1'~ ~. t:J~~ ~ ~/.e-::1. 
~ -~- ./-~ts. • 

fed,f<~ htv<-t ~. /,. 
C#J,f.f~~ir' 







{ 
'7;d g 77- 2,/D/ 

5 c:..,..,,...<.. fi1 uLt'? . 7 7- S't 26 

. ' 

C,Up,,-f:,' ~ 4-1 ~~-/, ' 

t>Rr S Y,Sr--







5 w-/2 t-e fr .... ;,,,.-,,,.:~· A-ff . i,,_ /4-r / e,r,,. '.4 ._ /2 
~f ~~ ~~~a,~..f a.@ 

)r"/4,a;'. ~.. 7~ -1r/ ~ :J /..,J. ~ 

• ' w 1 A--"'" • ~ ·~ •; 

~f~ .f~~~ ,j, ~ ~ 
~ <7'1 ~ ~~ /,:..._ ~ c~/4 
~ #~ r ~ A ~ /f ~rf~y ~ 
_d:d lt~/rj). : ~~.,, / . •. / 

,t;~ 

~~~~~~./£<_ . 

:z~ Z,o/}//f./ :J ~ 





/11# S~- (✓~-~ •+- )~J /,,,_ c;1_ 

lo~ 1 ~~5 ~ 1:4-~ fih:4. 

~~(w~:z ~~~-<; ~~ [ ¥~- 127 /4» /~._) 

~~iEc l,.-v/2 d ~.>"~ ,...~ 

. if.: ?,, ~ ~- c:;..,t~ 



•. 

~ ~ev') ~/ ~ 
u~ /~ c/1 ~ ~a,/~ ~✓ 
:t.f ~ /11 l'f~I.> ~ ~ ~ ~ • 

• 4 ~n,,,;~ . ~ . A, ~ ~~ 
~ ~_ / / ~ -J--

~ ~ /· 
'' 



p ~ J ~ a- v&. ~ . ~ , ·~ " ... 
i#'fV,,,.(M ~ :;,t..,.-d /, ·c:Jh•/r'j = 

~~ ~ ~~~ /;..,-
<!£lM. 







t O i (:AA;t • -~ 

t, f. ~ 

~:-~: •. t.* f~,:~I /4 /ft> /7 ~~ 
:-.:::,,• ~ n/-<.r ~J µ~.JPN~ ,+ • . 

js ~ "'"", l~~'"'t•~ J.i!i:: ,l f ifJ if. I ~ 

M g~ $'/.-7 : . FP.4 $. ~ ; ~ ~-fo 

w ~ l,~k wt-~c ~--~. . Zr ~,,I~ , 

~ ~ J., ~d~.t ~v':. 
~ r ~ ~ • ,..! i:!4:ji, I 'f: '-' • 

if :I ' • 

As~,1,,,._ 1 ~--tz_..;: j' ~~ 
~ 0 ':"4 .-.,,;... - 1-f~d.. ? ..:....,. 2_ If' fi. 
ftr1f --~ ~ _'l ~11- ~/a-­
~~ 1! ~tr,-') -r-:- ~ · 

-1,f' - 1' ~ 0,',t,;. 

'.J. ,:} hU' t /0. .)-;-: '; ,' .1/ ./., J d-r w-4r· . 
~ /!~ 4 ~ ~ ~~J' 

/ 

~ ~- ~,.' ~-· 

.> t:,,c, CC t:->f ?/' - ,,,,,,c.,._ ,I 

t~ tu ~ 1 ,..,,acr-. 

~cfafj~ ~ 











.... 

jl-11-/hfv, h ry 111-. ),-- XXII­
~ ~ ~(,/~ ~_s-,:,f!. 

' 

/. J l • - j),,."J'. ~·c .£;!('~le. ,: "" 







JJ( F;I// >~ { ~fr .. ~J✓J') 
> - ///,,. IC ~✓~ ~ <j 

F~ S/A- ~ ~ t:: ,1 c:;,,<n e-t.s-1' - • ---- tJ' 



u.· 
·.: ==?J Fx.e~ 0-k 
~ ,.fw-1,) ~ vi. 



~W iJk ~ , w_~.J. ,.,.. 1 k 'l.3 

&,c; ~J Awcf ~ ~l~ C 

{d.:....- '1v~ ;io-v-lv-o l( = 
?),.u(J w·,ll cf G f R 7:-/, 

~~ ~ .\-y-µ, loJ- ~1J- ~ ~r / 
• 

rot~b:r~~ ~ ~ b~J, 

~ w Jlt~ b ~Uk ~lio~ b"'cr, 



"" h~s-~~ 
]),,i,J )rivi"7 

s-s- n,f f/. -



0 (/f-,A 

I, 









-4 





WHITE HOUSE STAFFING MEMORANDUM 

DATE: _____ _ 
12 / 17/86 

ACTION/CONCURRENCE/COMMENT DUE BY: C.O.B. December 19t h 

1987 E~ONOMIC REPORT OF THE PRESIDENT - CHAPTER 6; 
SUBJECT: 

RISK AND RESPONSIBILITY 

ACTION FYI 

VICE PRESIDENT □ □ MILLER· ADMIN. 

REGAN □ V POINDEXTER 

MIU.ER· 0MB □ □ RYAN 

BAU. ~□ SPEAKES 

BARBOUR □ □ SPRINKEL 

BUCHANAN □ □ SVAHN 

CHEW OP -~ THOMAS 

DANIELS ~ 
□ TUTTLE 

HENKEL □ □ WALUSON 

KING 

~ 
□ GRAHAM 

KINGON □ 

MASENG □ □ 

REMARKS: 

ACTION FYI 

□ □ 

□ 0 

□ □ 

□ 0 

□ 

....--□ 
□ □ 

□ □ 

V □ 
V□ 
□ C 

□ C 

Please provide any comments/recommendations directly to Stephen 
DeCanio, Rm. 314, x3114 by c.o.b., Friday, December 19th, with an info 
copy to my office. Thank you. 

Statt Secre~a , ·t 
Ext. 2702 



health and safety characteristics of products, such as the 

surgeon General's warning on cigarette packages. Government can 

certify the competence of providers of services, as in the 

licensing of physicians and pilots, although other methods of 

eliciting information on competence could be devised. 

Government also is involved in risk and safety ~regulation 
Add reference to "state governments'" role to this paragraph. 

directly, through agencies such as the Consumer Product Safety 

Commission (CPSC) and the Occupational Safety and Health 

Administration (OSHA). There are several justifications for a 

government regulatory role. One is that consumers may lack the 

information to assess particular risks accurately. According to 

this view, consumers may demand too little safety when they buy 

products or engage in certain risky activities. A second 

rationale is that an individual or firm may fail to take full 

account of harms imposed on others. The tort system may not be 

able to force a person to bear these costs, either because the 

person's wealth is insufficient to compensate for the potential 

harm, or because it is difficult to identify him as the cause of 



the harll\. Third, government regulation frequently is used to 

correct risks associated with environmental externalities. 

PRINCIPLES OF GOVERNMENT RISK MANAGEMENT 
Refer to "state governments'" role to this section. 

Alt~ough exercise of personal responsibility is the primary 

means by which individuals can control the risks to which they 

are subject, government policy must be concerned with the 

rational and efficient management of some risks. The first step 

in this process involves risk assessment, which is the scientific 

determination of the probabilities of harm posed by various 

courses of action. The next step is risk management, the 

determination of the appropriate policy response to risk. 

Ideally, the two functions are separated operationally, to ensure 

that the scientific judgments that form the basis of the risk 

assessment are not influenced by a balancing of costs and 

benefits, which belongs properly to risk management. 

Efficient risk management must weigh and assess the relative 

costs and benefits of reducing particular risks. A reasoned 



CONCLUSION 

It is important that the government's policies towards risk 

do not overlook opportunities to foster personal responsibility. 

Just as it is not possible for the government to eliminate all 
~ 

risks, it is not desirable for the government to attempt to 

reduce risks at high cost that could be controlled more 

efficiently in other ways. In many cases, the socialization of 

risk is neither efficient or effective. People vary in their 

willingness to bear risks, and markets are an effective means of 

conveying information about risks and of matching individuals' 
. ) 

risk preferences and their behavior. Markets and the tort system 

provide powerful incentives for reducing risk. The greatest 

risks are associated with activities that are subject to personal 

control; thus the role of government in risk reduction must be 

secondary to exercise of informed individual choice. 

ADD: 
State Governments appropriately play a dominant role in determining 

public policies that best address risk management and reponsibility. 

That role should continue to be respected. 




